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As port of our regular avdit cotivity at the Don“ruuen* of Hezlth,
Doucation, and Wellore (HTW , wne General ACCOU“ulﬂg Office hcs heen
¥y ol the dational Contc* Tor Healin Services Rescarch and
ter), Ecalcn Scxvices ead Mentel Health Administration
ey, e roﬂcnveé 2n ingu "?y Trom 2 member of
Conrress cer use of Governmen®t funds, vndexr a Ce“'<*~¢unaca
grant, to develop a shered comduter system Tor @ osplualu walch was
ently vransferred to o orivaete compeny to the possible detriment

moaMing & suy
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Develonment (
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subseauently

of 1ts competitors. Our review of this grant disclosed en ares of \da
aérminisirative weakness which we velieve werits your coasideraztion \
for corrcetive action. dy E§)

1967, the Public Fealth Service
to the Sisiters ol the Third Orde
3 Toup valcen onerates eleven nos:
Michigen, for o reseorcn project en

ion of & Shared Hospiital Informedion Sysicm.”
5 enurbered XS 00083, was initially avp
snvary 1 1067, throuzh December 3L
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Teor the end ol the orizinsl project veriod, the Third Order submitied
o orodosal for a 2-year renswal of tnc grent and recuested additional fuads
Tor ¢ircet costs totaling about (2.5 million, plus an unspecilied amount
Tor indircet costs. A;wC“ review a““ considerction by an W cdvisory

®

group, the regucest was disapproved in inreh 1970. However, tae nroject
period was extenced by V“e Center Tthroush Jaauary 31, 1971, to pexmit the

grun*co to complete ceriain analyses and to issue & Ilinal reporv on th
project.
EfTeetive March 1, 1070, the Third Crder sold its entire Datae Processing

Division to the McDonnell Avtormztion Company, a division of the McDomnell

Douolas Corporation. The operating personnel were olfered thelr CFO¢C“ ol

remaining with the Third Order or of ccceoting positions with McDonnel

Automwtlon 3 they all chose cwnWOyﬁcnu with the latter. McDonnell

Auvtometion also entered into a long-term service contract with the Third
e

! "

Order to provide all data processing services required by the hospital grous

The principal investi
ws advised the Centver <the
McDonnell Autoration specific
systems developed with grant

S

gator, now an employee of YMcDonnell Automation,
t The transaction between the Third Order axnd
11y excluded any proprievery rigates to th

. 1t stated, ho*ever, that the compuser
programs used in the systems were dissemineded to IicDonnell Auvtorzticon cs
oroperty in the mudblic domin. He further stated uhat these D“ogrg.~ wer
Qocumented on magnetic tape oy the Third Order to be used to fuifill recuests,
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at a nominal charge, of any individval or corporation reguesting this infor-
mation. Althouzh ©The principal Investizator had originelly reserved his

right to disseminate the programns Tor general use until the final report is
published, we were informed that both ne anlé the Third Order hove now decl

e

to rcl ease the program Lapes to anyore who reguests them before publicatic
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We reviewed the scle and acquisition egreement vetween the Third Order
¥MeDonnell Automation. TUnder this agreement, the Third Order sold and
11 i N

: y rights to the business mencgement systenm, identilied
as a ”Cemtralized Real~Time Accounting Svsbeﬂ Tor Hospitals," to YeDonnell

2@ and disclaimed any vroprietary interest in the "Shored

dosp tal Inlormﬁvlo Systen” which had been developed with grant Tunmds. The

a etar

egreementy Qoes not indicate that the Third Order recelved any monetary
consideration for the hospitel inforr=tion system.

On the basis of our review of vertinent Federal law and EEW regulations,
we find no provision covering the dissenmivaiion, aefore pudlication, of
inTormation develooed under nEI—;u“aeu granvs. Discussions wiih represcn~
tatives of the ELV Clfice of The General Counsel conlirmed that <there is no

L

such vrovision, either in regulation or statute.
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Although there wes no violation of law or regulotion involve
matler, we belicve thot Melonnell PutOﬁaﬁ*o gained & potential o
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over its compevitors as a result of the transfer to it of the Thaird Order's



Tote Proccusing Divicion oud thon S DRIV TUNAS BLoyed
LoVeLGsTeny o the conoatilivtier of oot Tovis ion., In ooww
tenedits owtained Trom the ;Lx;utmv“u a: F*’grgl funds ch
ez woch &3 nossible, to ne
Ve axve therefore roguesti ptod
Zizhing oront condiviong ) whe »re
of valustle inforration 25 To
wse it o the purpose of the T
making couwpany, Guring vhe period & 5 within &
thereafter, of an organization or faelilily, ‘or any signil
WYnich nés been cevelcpeld or enhanced with the use of gra
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Please advisze us as
be practicable and whether you contemolate inplementation oﬁ
clier means of strengtiuening your present policy on this
be pleesed to discuss this matter in greater detail with you or menbers
T your stalffT, if you so desire.

incerely yours,
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Lo L8 foire

Dean Ko Crowther

Assigiant Directoxr

Dy Zrnest M. Allen, Deputy Assistant Secretery q)’
for Grants Administration Policy égg;

Department of Health, Education, and Welfare
Weshington, D. C. 20201 ()
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